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REPORT OF INDEPEITDENT CERTTFIED PUBLIC ACCOUNTANTS

Board of Trustees
Ransom Memorial EospiLal

we have audited the accompanying financial statements of the business-tl4)e
activity and dj-scretely presented component unit of RaDsom Memorial Hospital, a
component unit of Franklin County, Kansas, as of and for the years ended
December 31, 2015 and 2014, which collectively comprise Lhe Eospital's financj-a1
suatements as listed in the table of contents, and the related notes to the
financial statements.

MaDagemelt'6 RespoDgibiliEy for the FiDalqia1 statemeuts

Management is responsible for the preparation and fair presentation of these
financiat statements in accordance with accounting principles generally accepted
in the United states of Anerica; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation
of financial staLements Ehat are free from material misstatement, whether due to
fraud or error.

Auditor' B RespoDBibility

our responsibility is to express an opinion on these financial statements based
on our audits. we conducted our audits in accordance with auditing standards
generally accepted in the United States of Anerica and the Kansas Municipaf Audit
cuide. Those standards require that we plan and perform the audits to obtain
reaso-nable assurance about. whether the financial statements are free from
material misstatement -

An audit involves performing procedures to obtain audit evidence abou! the
amounEs and disclosures in the financial statements. The procedures selected
depend on the audiEor's j udgment., including the assessmenL of the risks of
material misstaLement of Ehe financial statements, wheLher due to fraud or error.
In making those risk assessments, the auditor consi.ders internal control refevallt
to the entity's preparaEion and fair presentation of the fiaancial staLements in
order to design audit procedures that are appropriale in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such oPinion. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

I,Ie believe that tshe audit evidence we have obtained is sufficient and appropri-ate
to provide a basis for our audit opinion.
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OpiD.ior

In our opinion, the financial statements referred to alcove present fairly, in all
material respects, the respecEive financial position of the business-t14)e
activity and discretely presented compolent unit of Ransom Memorial Hospital as
of December 31, 2015 and 2014, and the respective changes in net position and
cash flows for the years then ended, in accordance wilh accounting principles
generally accepEed in the Unj-Eed states of America.

Other-Matters

Required SuppT efientary Inf onnat iot,

Managements has omitted managementrs discussion and analysis thaL accounting
principles generally accepted in the United sEates of America require to be
presented to supplement the financial statements. such missing information,
although not a part of the financial statements, is required by Ehe GovernflentaT
Accovnting standards Board who considers it Eo be an essential parE of financial
reporting for placing the financial statements in an appropriate operational,
economj-c, or historical context. our opinion on the financial stalements is not
affected by this missing information.

,?"#h"k/u*^+ y*-LLc
June 7, 2 015
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RANSOM MEMORIAI HOSPITAL

STATEMENTS OF NET POSITION

December 31,

ASSETS

2075 2014
Component Component

Hospigat unit HosPital unit

s sss,s2s $ 61,e22 I 2,825,A53 $ 39,806
CURRNT ASSETS

Cash and cash equivalents
Patient accounts receivable, net of

allowance for doubtful accounts of
53,501,71? i.n 2015 and $2,860,000
in 2014

sales tax receivable
Other receivables
lnventorles
Prepaid expenses
Estimated third-party payor

settlements

Total currelrt aasets

ASSETS LIMITED AS TO USE
Internally designated by Board
Deposit with conmunity Foundation

CAPITAL ASSETS, net

Total assets

4,923 ,436
383,538

929 ,1LL
296 ,774

60,199

3 ,436 , L55
446 ,246

162,A0A 4,000 354,'7a3
92'7 , A'7 2
36'7 ,202

339 ,954

'7,3 1,99L 65,A22 8,668, 006 39,925

9 , ooo ,392 7 ,983,942
466 ,972 442, O1g

9 , OOO ,392 466,91-2 7,983,982 442,OaA

L6,8r9,266 t9O,24A L6,'756,159 476 ,1eO

s 33,131,,549 s '122,9A2 $ 33 ,4Oe, L47 I A9a ,124

The accompanying noLes are an int.egral part of these statements-



LIABILITIES AND NET POSITION

2475 2414

Ct]RRE}flI LIABILITIES
Accounts payable and other

accrued expenses
Construction and equipment

costs payable
salaries, vrages, and related

withholdings payable
Accrued discretionary leave
Estimated third-party payor

settleme!rts

Total current liabilitsies

NET POSITIOII
Invested in capital assets - net of

related debt
RestricEed

Expendable for specific purposes
Nonexpendable permaneDt endowments

Uniestricted

Total net posj-tion

Total liabilities and net position

Hospital

s 1,096,780

152, 056

479 ,59s
6?1,44L

174,646

2,574,964

a6 ,849 ,266

L3,131 , 445

30,555,681

i3-L1l-L-9-12

Conponent
unit Hospital

5 981,'76'7

L2,53L

971 ,3O'7
606,O42

251 ,33'7

2,92A,984

1-6 ,756 ,459

13,423,OO4

30,579,763

t]].,!93.']11

Component
unit

4L6 ,'JA0

74,279
438,?55
2a,9OO

898 ,'724

E---323!131

a90,244

1-5 ,92L
434 ,'765

77 ,048

722 ,982

$ '722 ,982



RANSOI'4 MEMORIAI HOSPITAL

STATEMEIiTTS OF REVENUES, EXPENSES, AND CIANGES TN NET POSITION

Year ended Decenber 31,

2 015
Component

unit

2014

Operating revenues
Net patient serwice revenue
Electronic heal.th record

incentives
other

Totsa1 operating revenue

opera!ing expenses
salaries and wages
Ehployee benefits
supplies and other
Depreciation and amortsization

Total operating expenses

operating income (Ioss)

Nonoperating revenues (erapenses)
fnvestment income
Noncapital grants and contributions
Sales tax reveDue
other

Total nonoperating revenues, lret

Excess of revenues over (under) expenses
before capital grants and contributions

Capital grants and contributions

Change in net position
Net posj.tion at beginning of year

Net position at end of year

Hospit'al

i35,1-54,595

9'7 , O5A
552,255

35 ,9r4 , O!2

L8,4'73,105
3 ,'7 23 , O2'7

13,576,890
2,a2A,600

3'7 ,90r,623

i.l,9e7 ,6rLl

22, 006
L3 ,240

1,589,500
(41, 838 )

1,5A2,9O8

(304, 703 )
282 t224

122 ,4A2)
30 ,579 , L53

$-qrE-qr-q-g-1

a'7,o96

B'7,096

24'7 , 060
!5,369

252,429

(17s, 333 )

Hospi ta1

$ 31, 59s,21s

666 ,446
426 ,2OO

33, OA'7 , A6L

18,020,1.85
3 , A25 ,832

10 ,754 ,244
2,236 ,297

34,833 t 524

(L,74s ,667)

t7,356
13 ,400

1-,7L5,78t
t2 t239

r,758,1'76

13,109
30,000

43,7O9
30,536,054

!-l-q.,12]!1

statements.

56,349

55,389

Component
uni t

23 ,266

23 ,255

45 ,296

18,051
L6,298

34,359

22,O30

(4oe)

(t'ls,742)

(409)

(1-'75,742)
a9a,724

t -122!23"

45,296
853,424

i 89A,'724

The accompanying notes are an integiral par! of these



RANSOM MEMORIAI HOSPITAL

STATEMENTS OF CASH FLOWS

Year ended December 31,

20t5 2414

Cash flows from operating activities
Receipts ftom and on behalf of

patients
Palrments Eo or on behalf of employees
Pal.nents to suppliers
Other receiptss and pal.ments

Net cash provided (used) by
operating activities

Cash flows from noncapiEal financing
actiwities

Sales tax revelue
Noocapital grants and contributions

Net cash provided by
noncapital financing
activities

Cash flows from capital and related
financing activities

Purchases of capital assets
crants and cont.ributions for

capi !al
Proceeds from sale of equipment

Net cash provided (used) by
capj.tal arld related financing
activit.ies

Cash flows from investiug activities
IDcrease in assets limited as to use
Investmeot iocome received

Net cash prowided (used) by
j.nvesting activities

Change in cash and cash equivalents
cash alrd cash equivalents at beginoing

of year

Cash and cash
of year

equivalents at end

Ttre accompanying

(1.811,?89) 2t7,t54 \540,'790)

Hospital

$ 33, 864, s3o
(22,583,046)
lt3 ,432 ,28a)

951,224

(1,199,s83)

Component
unit

(2sa ,941)
a7 ,096

(163,845)

Hosr)ital

$ 31, 62?, 110
\22 , O4s ,293\
\1,), , 1,23 ,562)

I, 438 ,l2O

(103,52s)

Componenl:
unit

s,487
55,390

52,277

t,'735,444

12 ,094 , A10)

282,224

1- ,7 22 ,204
a3 ,24O

(1,013,800)
19,396

1 ,644 ,535
13,400

1 , 69'7 ,935

l'14 , O43l

2A5,207

1689 ,29A)

30,000
18,500

{3s,152)
9,449

(25,303)

(17,s03)
14,176

'J- ,2L3

(t04 ,25'7J
a ,243

|,994 ,4041

12 ,2'70 ,32A)

2,825,853

$ sss,52s

(95 , 014 )

133 ,73'7J

73,543

s 39,805

22 ,0t6 954 ,733

39,805 1,87L,120

t---- q! 32" t-2:321-,-9:1

notes are an integral part of these statements.



RANSOM MEMORIAI HOSPITAL

STATEMENTS OF CASH FLOWS _ CONTINI'ED

Year ended December 31,

2015 2A)-4

Component Component
Hospital unit Hospital unit

Reconciliation of operatilg income
(1oss) to net cash provided (used) by
operating activities

operating iDcome (Ioss )

Adj ustnents to reconcile operating
income (1oss) to net cash provided
(used) by operating actlvities

Depreciation and amortlzation
Provision for bad debts

changes in
Patient accountss receivable
Inveneories
Prepaid expenses
Accounts payable and accrued

erq)enses
Estimated third-party payor

seltlements
other receivables

Net cash provided (used) by
operating activities

s {1,987,511) $ (1?5,333) $ (1,745,65'1) s 22,030

2,L28 ,600 L5 ,359 2,236 ,297 76 t29A
3,990,033

(3 , 513, 531)
(17,804)

(108,3?1)

(445 ,449)

(344,507)
191,905 (3,881) (54,526) 23 ,949

!_g-.r::-.El),q,!19:r_931) _9___ll_q19?e) t_____92r21_Z

3 , 990, ooo

(s,477.27O1
(1,839)
7O ,428

(310,900)

a9'7 ,1O4

The accompanyj.ng notes are an integral part of these statements.



RANSOM MEMORIAI HOSPITAI,

NOTES TO F]NANCIAI STATEMENTS

Decem.ber 31, 2015 and 2014

NOTE A . DESCRIPTION OF REPORTING ENTITY AND SI'MMARY OF SIGNIFICANT
ACCOUNTING POLICIES

A summary of the significan! accounting policies of Ransom Memorial Hospital
consisEently applied in the preparation of the accompanying financial
statemenLs follows -

1. Reporting entity

Ransom Memorial Hospital (Hospitat) is an acute care hospital located in
Ottawa, Kansas. The Hospital is owned by Franklin County, Kansas (County),
and is governed by a seven-member Board of Trustees appointed by Lhe County
Commissioners. The Hospital i-s a component ulrit of the CounLy.

The component unit discussed in Note A2 is included in the Hospital's
reporting entity because of the nature and significance of its relationship
with the Hospital.

2. Conponent unit

The financial statements include the financial data of tshe discretely
presented component unit described beIow. The component unit is reported
separately to emphasize thaL it is 1ega11y separate from the Hospital.

Ransom Memorial Hospitaf Charitable Association, rnc. (Association) , is a not-
for-profit corporation established in 1991 for the purpose of providing
financial assistance to the Hospital and assisting the Hospital and others in
the recruitment of physicians and other medical health care personnel Lo
locate and practice in Franklin County, Kansas. The Association is
administered by a sel f -perpetuat j-ng Board of Directors. one of the seven
members of that Board is also a member of the gospital's Board of Trustees.

Use of estimates

The preparation of financial statements in conformiEy with generally accepted
accounting principles requires management to make esLimaLes and assumptions
that affect the reported amounts of assets and Iiabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.

4. Basis of accounting

The Hospital utilizes enterprise
recognized on the accrual basis
focus .

5- Cash and cash equivalents

fund accounting. Revenues and expenses are
usirrg tshe economic resollrces measurement

excluding amounts reported
investnents, to be cash

The Hospital considers all cash and invested cash,
as assets limited as to use and short-term
equivalents.



December 3!, 201,5 and 2014

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICA}'IT
ACCOT NTING POLICIES - Continued

6 - Allowance for doubtful accounts

The Hospital provides for accounts receivable that could become uncollectible
in the future by esta.blishing an aflowance to reduce ttre carrying value of
such recej-vables to Lheir estimated net realizable va1ue. The Hospital
estimates this allowance based on tshe aging of i.ts accounts receivable and its
historical collection experience for each type of payor.

'7. Inventories

RANSOM MEMORIAI HOSPITAI

NOTES TO FINANCIAI STATEMENTS - CONTINUED

Inventories are stated at cost as determined by Ehe first-in, firs!-out
method .

Assets limiLed as to use

Assets limited as to use include assets set aside by the Board of Trustees for
replacement of capital assets or for the purchase of additional capiual
assets, over whj-ch the Board retains control and may, at its discretion,
subsequently use for other purposes; assets restricted by contributors for
specific pur?oses; and assets required to be retained in perpetuity by the
contributors.

9. Capital assets

Capital assets (including assets recorded as capital leases) are stated at
cost. Depreciation and amortization of capital assets are provided on lhe
straight-Iine method over the estirnated useful lives of the assets. The
estimated l-ives used are generafly in accordance with Lhe $ridelines
esEablished by the Anerican Hospital Association.

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of significant additions, renewals, and beLterments to
depreciable propertsies are capitalized and depreciated over the remailing or
extended estimated useful lives of the item or the properties. Gains and
losses on disposition of capital assets are included in nonoperatilg gains and
losses.

10. Accrued discretionary leave

Hospital policies permit most employees to accumulate benefits (including paid
time away from work Eo use for personal business, vacation, and holidays) Lhat
may be realized as paid time off or, in limited circumstances, as a cash
pal,ment. Expense and the related liability are recognized as benefits earned
whether the employee is expected to realize the benefit as time off or in
cash. compensaled absence liabilities are computed using the regular pay and
termination pay rates in effect at the statenent of net position date plus an
addilional amount for conpensation- relaaed palments such as social security
and Medicare taxes computed using rates in effect at that date.



RANSOM MEMORIA]- HOSPITAI

NOTES TO FINANCIA], STATEMENTS - COrCTINT'ED

December 31, 2015 and 2014

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI'MMARY OF SIGNIFICANT
ACCOUNTING POLICIES - Continued

11. Accrued health iasurance claims

The Hospital is self-insured for health j-nsurance claims of its employees
(Note K) . Manag:ement esLimaLes the net liability for reported and unreported
claims incurred as of the end of each reporting period. The estimate is based
on kno\dn claims and historical claims experience. Although management
believes the estimate for accrued health insurance claims is reasorrable, it is
possible that actual incurred claims expense may vary from the estimate.

a2- NeL position

Net positioa of the Hospital is classified in four components. "Net position
invested in capital assets net of related debt" consists of capiLal assets net
of accumulated depreciation and reduced by the current balances of any
outstandiag borrowings used to finance the purchase or construction of those
assets. "Restricted expendable" is net position that must be used for a
particular purpose, as specified by creditors, grantors, or contributors
external to the Hospital. "Restricted nonexpendable" is net position equal to
the princlpal portion of permanent endowments. "Unrestricted net position" is
the remaining net position that does not meet the defi-nition of "invested in
capital assets net of related debt" or 'irestricled. "

13. Operating revenues and expenses

The Hospital's statement of revenues, expenses, and changes in net position
distinguishes between operating and nonoperating revenues and expenses.
operaLj-ng revenues result from exchangie transactions associated wiLh providing
health care services, the Hospital's principal activity. Nonexchange
revenues, i-ncluding grants and contributions received for purposes other than
capital asseL acquisitio[, are reported as nonoperating revenues. OperaLing
expenses are all expenses incurred to provide healLh care services, other than
financing costs -

14. ChariEy care

The Hospital provides care !o patieflts who meet certaj-n criteria under lts
charity care policy without charge or at amounts less than its established
rates. Because the Hospital does not pursue collection of amounts determined
to qualify as charity care, they are no! reported as xevenue. The amount of
chariiy care provided by Ehe Hospital is disclosed in Note B.

15. Grants and contributions

From time to time, the Hospital receives grants and contributions from
individuals and private organizations. Revenues from granLs and contributions
are recogrrized when all eligibility requirements, including time requirements,
are met. crants and contributions may be restricted for specific operating
purposes or for capital purposes. Amount s tha! are unrestricted or tha! are
restricted to a specific operating purpose are reported as noDoperating
revenues. Anounts restricted to capital acquisitions are reported after
nonoperating revenues and expenses.



NOTES

RANSOM MEMORIAI HOSPTTAI

TO FINANCIAT STATEMEMIS - CONTINT'ED

December 3L, 2Of5 and 2014

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI,MMARY OF SIGNIFICAI\TT
ACCOUIflIING POLICIES - Continued

15 Income Laxes

The Hospital is exempt from federal income taxes pursuant tso Section 115 of
the Internal Revenue Code.

The Association is a not-for-profit corporation as described in
section 501(c) (3) of the Internal Revenue Code and is exempt from federal
income taxes on its related ilcome pursuant to Section 501(a) of the Code,
Management of the Association is not aware of any uncertain tax positions.
Tax reporting years that remain open for audit include 20a5, 20].4, 2013, and
20L2 .

17. Subsequent events

The Hospital has evaluated all subsequent events through the date of the
independenE certified public accountantrs report which is the date the
financial statements were available to be issued.

NOTE B . NET PATIENT SERVICE REVENI]E

The Hospital has agreements with third-party payors that provide for payments
to the Hospital at amounts different from its esEablished charge rates. The
amounts reported on the statement of net position as estimated setllemenEs
with third-party payors consist of managementrs best estimate of the
differences beEween the contractual amounts for providing covered servi.ces and
the interim palrments received for those services. A summary of the payment
arrangements with major third-party payors follows:

Medicare - rnpatient acute care services are paid at prospectively
determined rates per discharge. These rates vary according to a patj-ent
classification system that is based on cIinical, diagflosti-c, and other
factors. Physician services are paid based on a prospectively deLermined
fee schedule. Outpatient services are paid at prospectively determined
rates per occasion of service. Those rates vary according to a patient
classification system that is based on clinical, diagnostic, and other
factors. The Hospital is paid for services at a tentative rate b'ith final
settlement determined after submission of annual cost reports by the
Hospital and audj-ts or reviews thereof by the Medicare administrative
conLractor. The Eospital's classification of patients under the Medicare
program and the appropriateness of their admlssion are subject to an
independent review by a peer review organization. The Hospital's Medicare
cost reports have been audited or reviewed by the Medicare administrative
contractor through December 31, 2013.

Medicaid - Inpatient acute care services rendered are paid at prospec-
tively determined raLes per discharge. These rates vary according to a
patient classification system that is based on clinical, diagnostic, and
other faclors- A11 other services rendered are paid at prospective rates
determined on either a per diem or a fee-for-service basis.

10



RANSOM MEMORIAI HOSPITAL

NOTES TO FINANCIA], STATEMMTTS . CONTINI'ED

December 31, 2OL5 and 2014

NOTE B - NET PATIETqT SERVICE REvENt E - Continued

Blue cross and Blue shield - A11 services rendered to patsients who are
lrlsured by Blue cross and Blue Shie1d are paid on the basis of prospec-
tively determined rates per discharge or discounts from established
charges.

A summary of Hospital gross and net patient service revenue is as follows:

Gross patient service revenue
Inpatient
Outpatient
Physician clinics

Third-party contractual adjustments
Medicaid DsH pal.ments
Medicaid PAP pa)ments
other dlscounts and allowances
charity care
Provision for bad debts

Net patient service revenue

20L5

5 16 , LO6 ,241,
62,L33,027
1,L65,L39

85 ,405 ,407
u5 , LA4 ,644)

727 ,9AL
279,9L4

(1,6ss,986)
(427 ,5'7 6)

(3,990, 000)

i_t!]r:4!e

20L4

I rs ,534 , L27
53,408,807

6 ,3tO ,356

75,2s3,300
(3A ,'7 A2 , 6s9)

1,025,358
345,115

(1,903,338)
(3s2,s38)

(3,990,033)

$ 31,59s,2ls

Revenue from Ehe Medicare altd Medicaid programs accounted for approxinately
3? percent and 9 percent in 2015, and 37 percent and 11 percent j.t| 20]'4, of
the Hospj-tal 's net patient service revenue, respectively. La\rs and
regulations governing the Medicare and Medicaid programs are extremely complex
and subject to interpretation. As a result, Ehere is at least a reasonable
possibility that recorded estj-matses could change by a material amount in the
near term.

The Hospital maintains records to idenLify and monitor the level of charity
care it prowides. The amount of charges forgone for services and supplies
furnished under its charity care policy f.or 2o!5 and 2014, was $427,575 and
$352,538, respectj-ve1y. The Hospital estimates that the cosL of providing
charity care, based on overall cost-to-charge raLios obtained from the
Hospital's cost report, was $157,380 and $146,150 for 2015 and 2014,
respectively -

NOTE C - ELECTRONIC HEA]-TH RECOR.D INCENTIVE PAYMENTS

The American Recovery and Reinvestment AcE of 2009 (ARRA) provides for
j.Dcentive payments under the Medicare and Medicaid programs for certain
hospitals and physician practices that denonstrate meaningful use of certified
electronic health record (EHR) technology- These provisions of ARRA are
intended to promote the adopLion and meaningful use of interoperable health
information technology and qualified EHR technology.

11



RANSOM MEMORIAI HOSPITAI

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 3L, 2Of5 and 2014

NOTE C - ELECTRONIC HEALTH RECOR INCENTIVE PAYMENTS - Continued

The Hospital recognizes revenue for EHR incentive payments when it has
reasonable assurance that it has demonstraEed meaningful use of certified EHR

technology for uhe applj-cable period and complied with the reporting
condiLions to receive the pa).ment - The demonstration of meaningful use is
based upon meeting a series of objectives and varies between hospital
facilities and physician practices and betweerr the Medicare and Medicaid
proqrams. Additionally, meeting the objectives in order to demonstrate
meaningful use becomes progressively more stringent as its implementation is
phased in through stages as outlined by CMS. During Lhe years ended
December 31, 2015 and 2014, the Hospital recognized $97,051 and 9666,446 of
revenue for EHR incentive palrments.

The Hospital incurs both capitaf expenditures and operating expenses in
connection with the implemenLation of its EHR initiatives. The amounts aod
timirg of these expenditures do not directly correlate with the timlng of the
Hospital's recognition of EHR incentive palrents as revenue.

NOTE D - AILOWAIiICE FOR UNCOLLECTIBLE ACCOI]NTS

The Hospital's allowance for uncollectible accounts on amounts due from
patients was 87 pexcert and 89 percent of self-pay accounts receivable as of
Decenlcer 31, 2015 and 2014, respectively- The Hospital's net bad debt write-
offs were $3,583,253 a\d i4,49o,'72a for the years ended December 31, 2015 and
2014, respectively. The Hospital did nots change its charity care or r.Erinsured
discount policies during the years ended December 31, 2015 or 201-4. The
Hospj-tal does not maintain a material allowance for uncollecuible accounts
from third-party payors, nor has it incurred any significant bad debt write-
offs from ahird-party payors.

NOTE E - ASSETS LIMITED AS TO USE

Internally designaEed assets are assets to be used for replacement of capiual
assets or for the purctrase of additional capital assets. The assets may be
used for other purposes by action of the Board. lnternally-desigmated assets
consist of the following:

Invested cash
Interest receivable

2 015

$ I ,993 ,929
5,463

2014

$ 7,980,130
3,452

t--2.! ]9!-:]2" $ '7,9A3,982

)-2



RANSOM MEMORIAI I{OSPITAI

NOTES TO FINANCIAI STATEMENTS - COIIIITINI'ED

December 31, 2015 and 2014

NOTE E - ASSETS LIMITED AS TO USE - ConEinued

Assets limited as to use, held by the Association, are carried at fair market
value and consist of the following:

Invested cash and money market pool
Equity pool
Fixed income pool

2 015

s 23,293

155,108

s -!59,!:]"

20L4

5 2L,9t7
264 ,598

n----1!2-'j]e

The above amourlts are invested irr pooled investment accounts through the
creater Kansas city community Foundati-on. These investments are valued by the
Greater Kansas City Community Foundation.

NOTEF-CAPITAIASSETS

capital assets consist of the following:

tand
Land improvements
Buildings
Equipment

Less accumulated
depreciaiion and
amorti zation

Land lmprovements
Buildings
Equipnlent

construction in progress

Capital assets, net

Balanc e
Decetiber 31,

2414

Transfers
artd

additions

s 28s,206

24'7,L'73
a ,224 ,6'72

1,7 5'1 , Osa

2 ,805
1,O57,34O

2,12A,5O0

1377 , s49)
434 ,656

$ 53, r.07

Ret i rement s

Balance
December 31,

2 015

$ 20,000
3'73,242

24 ,9A2 ,362
a3,3'72,53'l

38,744,147

353,648
t2,352,435
9,346,gAL

22,O52,154

a6 ,695 ,377
60,142

l-t!r rEall e

$ 305,205
3'73,242

25,229,535
14,59'7 ,209

40,54s,192

356,453
\3 ,413 ,475
1-O , 4tL ,436

24 ,1A1 ,364

1-6 ,323 , A28
495 ,434

-$ -- - t]5-!9]2,296
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NOTE F - CAPITAI ASSETS - CONTiNlrCd

Balance
Deceftber 31,

20L3

RANSOM MEMORIAI HOSPITAL

TO FINANCIAI STATEME] TS - CONTINUED

December 31, 2015 and 2014

Retirements

Balance
Decedber 31,

2014

Land
Land improvements
Buildings
Equipment

Less accumulated
depreciation and
amortization

Land improvements
Buildings
Equipment

$ 20,000
3'73,242

25 ,052 , A4A
13,84\,484

39,286,7'78

345,445
t-1,503,895

9,O92,545

20 ,943 ,285

885,085

1,433,479

241 ,994
878 ,824

1-,125 , AaB

6 ,25L

$ 20,000
3'73 ,242

24 ,9A2 ,362
1-3 ,372 ,53'7

3A,74A,a41

353 ,648
1-2 ,352,a35
9,346,944

22 , O52,"764

L6,595,3'71
60 ,'7 A2

4,o95,234
L,L33,260

2,236 ,297

(1,541,8ss)
54 ,990

Transfers
arrd

additions

178,308
415 ,434

1-S ,343 , 493
Construction iu progress 5,792

Capital assets, net t-t-9r-l-1-2:?-91 l-lL,l!!.,-9!-1) t-------9!2St 9]S!l:3!]!2
contract commitments ofThe Hospital has ouustanding construction

approximately $400,000 as of December 3a, 20L5.

NOTE G - OPERATING LEASES

The Hospital leases equipment under operating leases wiEh related rentals
charged to operations as incurred. Total rent expense for 2015 and 2014 was
approximately $142, 000 and S135, 000, respectively.

scheduled minimum rental palments for aoncancellable operating leases for the
Dext five years are as follows:

2016
20r7
20ra

56 ,95L

< a4 4nq

NOTE H - CONTINGENCY

The Hospital has entered lnto an agreement wj-th a financial institution under
which the gospital transfers to Ehe financial institution its interest in
certain self-pay accounts receivable. The accounts are assumed with full
recourse, and the Hospital is contingently Iiable for any uncollected
accounts. Approximately $29,000 and $50,000 of tshese accounts were
uncollected at Decenlcer 3L, 2oL5 anid 20a4, respectively. Managiement considers
this contingency in estimating its allowance for doubtful accounts.



RANSOM MEMORIAI HOSPITAI

NOTES TO FINANCIAI STATEMENTS - CONTINT'ED

Decernber 31, 2015 and 2014

NOTEI.RISKMANAGEMENT

The Hospital is insured for professional liabj-1ity under a comprehensive
hospitai liability policy provided by an independent insurance carrier with
limits of $2OO,OO0 per occurrence up to an annual aggregate of $600,000 foa:
all claims made during the policy year- The Hospital is further covered by
the Kansas Health care stsabilization Furld for claims in excess of iLs
comprehensive hospital liability policy up to $800,000 pursuant to any one
judgment or settlement against the HospiLal for any one party, subject to an
aggregate limitation for all judgments or settfements arising from all claims
made in the policy year in the amount of $2,400,000. The polj-cy provided by
the independent insurance carrier provides for umbrella liability in excess of
the underlying limits set forth above in the amount of $3,000,000 per
occurrence with an aggregate amount in any policy year of $3,000,000. A11
coverage is on a claims-nade basis. The above policies are currently in
effect through June 2015- The Hospital intends to renew this coverage on that
date and is aware of no reason why such coverage would be denied at that time.

In addition to the risk disclosed elsewhere in these financial statements and
notes thereto, the Hospital is exposed Lo various risks of loss related to
torEs; theft of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. The Hospital purchases
commercial insurance for lhese risks.

NOTEJ-PENSIONPLANS

substanLially all employees of the Hospital particj-pate in the Ransom Memorial
Hospital Match Plan or Physicians Match Plan (MaEch Plans) which are defined
contribution pension p1ans. The payroll for employees covered by the MaLch
Plans for 2015 and 2014 was approximately $12,590,000 and $11,720,000,
respectively. The total payroll for 20Ls and 2014 was $18,473,105 and
S18,020,185, respectlvely. Contributions to the Match Plans by the Eospital are
discretionary and are determined annually by tshe Board of Trustees of the
Hospital . contrj-butions to the Match Plarrs are based upon matching employee
contributions to the Match P1a!s up to a specific percentage of Lhe employee's
compensation. Hospital contributions to the Match Plans vest based upon the
Match Plan's vesting schedule and the employee's years of service with the
Hospital . Employee contributions to uhe Match Plans vest immediately. Net
pension expense was 9305,913 for 2015 and $192,151 fo.r 20:.4- Contrj-buEions to
the Match Plans are irrvested in self-directed investment accounts with an
insurance company.

NOTE K - EMPLOYEE HEAI,TH INSURANCE CI,AIMS

The Hospital is self-insured for health insurance claims of its employees.
The Hospital has reinsured a portion of its risk for such cl-aims. The
reinsurance arrangement covers annual claims in excess of $120,000 for each
covered individual. Covered employees also provide part of the funds to pay
claims through monthly contributions at predetermined rates. The Hospital has
retained a third-party administrator to process and settle claims. The
Hospitat reimburses the agent weekly for the amount of claims paid by the
agent net of any amount s recovered by reinsurance.
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RANSOM MEMORIAI HOSPITAT

NOTES TO FINA}ICIAI STATEMENTS - CONTINI]ED

Decem.ber 31, 2015 and 2014

NOTE K - EMPLOYEE HEATTH INSITRANCE CLAIMS - Continued

The following is a summary of the activity under this arrangement:

2015 20L4

Estimated employee health insurance
claims payable at the beginning
of the year $ 151,000 $ 310,ooo

Provision for employer's share of
incurred claims and reinsurance
expense for the period, net of
any reinsurance proceeds 1,583,550 L,797,8o4

Employee contribulions 769,699 678,146
Payments made for claims and

reinsurance Q , 4L4 ,249\ (2 , 559 , 590)

Estimated employee health insurance
claims payable at the end of the

$ 200,000 $ 161,000

NOTE L - DEPOSITS WITH FINANC]AL INSTITUTIONS

Kansas statutes authorize the gospital, with certain restrictions, to deposit
or invest in open accou.nts, time deposits, certificates of deposit, repurchase
agreements, the State Treasurerrs mr:Iicipal investment poo1, and U.S' Treasury
bi1ls and notes. Also, statutes require thaL financial institutions pledge
securities vrith a market value equal to total deposits, net of moneys acquired
through grants, donations, bequests, and gifts, in excess of F.D.I.C. coverage
at any given time, and Lhe securities pledged be deposited with a Kansas state
or flational bank or trust company, the Federal Reserve Bank, the Federal Home

Loan Bank, or the Kansas state Treasurer. Banks may also utilize irrevocable
letters of credit to secure funds for depositors.

The carrying amount of the Hospital's deposits with financial institutions was

$9,548,354 and the bank balance was 99,694,78'1 at December 31, 2O)-5 - The bank
balance is categorized as follows at Decembex 3L, 20L5:

Amount insured by the F.D.I.C., or
collateralized wi-th securities
held by the Hospital or by its
agent in the HospiLal's name

Uncollateralized (collateralized with
securities held in safekeeping under
joirrt custody receipt by an authorized
deposj-tory other than the pledging
financial instltution's trust
department, but not in ttre Hospital's
name, or by letters of credit)

s 1,7 9a ,496

7 ,496 ,29L

L L, 12!,1_91
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RANSOM MEMORIAI HOSPITAI,

NOTES TO FINANCIAI STATEMENTS - CONTINI]ED

December 3L, 20L5 and 2014

NOTE M - CONCENTRATION OF CREDIT RISK

The Hospital is Iocated in ottawa, Kansas
collateral to its patierts, most of whom
under third-party payor agreements - The
third-party payors is as follows:

Medicare
Medicaid
Blue Cross
commercial insurance
SeIf-pay

. The Hospitaf grants credit without
are 1ocaI residents and are insured
mix of receivables frorn patients and

207s

38?

9
13
34

1!e?

20t4

30?
10
10
15
35

1!e"

NOTE N . OTHER RELATED PARTY TRANSACTION

Ransom Memorial Hospital charitable AssociaLion, Inc., is a component unit of
the Hospital (Note A2). The Association made transfers Eo the Hospital of
200,000 in 2015 arld $0 i.n 20!4, for capital asset additions. The Ransom
Memorial Hospital Auxiliary transferred $82,22a and 930,000 to the Hospital in
2015 and 2014, respectively. "LD 20:.5, the Hospital transferred $253,000 to
the Charit.able Association for the purchase of 1and.

L'l


